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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name and business address. 

My name is Dianna Hathhorn. My business address is 527 East Capitol 

Avenue, Springfield, Illinois 62701. 

By whom are you employed and in what capacity? 

I am an Accountant in the Accounting Department of the Financial 

Analysis Division of the Illinois Commerce Commission (‘Commission” or 

“ICC”). 

What is the function of the Commission’s Accounting Department? 

The Department‘s function is to monitor the financial condition of public 

utilities as part of the Commission’s responsibilities under Article IV of the 

Public Utilities Act and to provide accounting expertise on matters before 

the Commission. 

Please describe your background and professional affiliation. 

I am a licensed Certified Public Accountant. I earned a B.S. in Accounting 

from Illinois State University in 1993. Prior to joining the Commission in 

1998, I worked as an internal auditor for another Illinois state agency for 

approximately 3.5 years. I also have 1.5 years experience in public 

accounting for a national firm. 
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23 Q. 

24 A. 

25 

26 Q. 

27 A. 

28 

29 

30 

31 

Have you previously testified before this Commission? 

Yes, I have. 

What are your responsibilities in this case? 

I have been assigned to this case by the Manager of the Commission's 

Accounting Department. I am to review Apple Canyon Utility Company's 

("Company") filing. analyze the underlying data and propose adjustments 

when appropriate. 

32 Pumose of Testimony 
33 Q. 

34 A. 

35 

36 

37 

38 

39 

40 

41 

42 

43 Q. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is as follows: 

1. to present the Commission Staffs ("Staff) adjusted operating 

statements and rate base of the Company; 

2. to propose adjustments to the Company's operating statement 

and rate base concerning add-on taxes, insurance expense, 

income taxes, health insurance, rate case expense, monthly 

billing expense, maintenance expense, and pre-1971 

investment tax credits. 

Are you sponsoring any schedules with your testimony? 
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44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

A. Yes. I prepared the following schedules for the Company, which show 

data as of, or for the test year ending December 31,2002: 

Revenue Requirement Schedules 

Schedule 1.1 - 

Schedule 1.2 - 

Schedule 1.3 - Rate Base 

Schedule 1.4 - 

Schedule 1.5 - 

Schedule 1.6 - 

Statement of Operating Income with Adjustments 

Adjustments to Operating Income 

Adjustments to Rate Base 

Interest Synchronization Adjustment 

Gross Revenue Conversion Factor 

Adiustment Schedules 

Schedule 1.7 - 

Schedule 1.8 - 

Schedule 1.9 - 

Schedule 1 . lo- 

Schedule 1.11- 

Schedule 1.12. 

Schedule 1.13- 

Schedule 1.14. 

Adjustment for Add-on Taxes 

Adjustment to Non-Health Insurance Expense 

Adjustment to Income Taxes 

Adjustment to Health Insurance Expense 

Adjustment to Rate Case Expense 

Adjustment to Monthly Billing Expense 

Adjustment to Normalize Maintenance Expense 

Adjustment for Pre-1971 Investment Tax Credits 

3 



. 

Docket No. 03-0399 
ICC Staff Exhibit 1 .O 

64 Revenue Reauirement Schedules 
65 Q. 

66 

67 A. 

68 

69 

70 

71 

72 

73 

74 

75 

76 

77 

78 

79 

80 

81 

82 

83 

84 

85 Q. 

Please describe Schedule 1 .I, Statement of Operating Income with 

Adjustments. 

Schedule 1 .I derives the required revenue at the Staff proposed rate of 

return. Column (B) presents the Company's pro forma operating 

statement at present rates for the test year as reflected on Company 

Schedule 8. Column (C) reflects the total of all Staff adjustments shown 

on Schedule 1.2. Column (D) reflects the pro forma operating statement 

at present rates per Staff. Column (E) presents the Company proposed 

increase to revenue. Column (F) adjusts revenue to reflect Staffs Gross 

Revenue Conversion Factor. Column (G) is Staffs Operations and 

Maintenance ("O&M) Statement inclusive of the Company's proposed 

revenue increase. Column (H) is the necessary reduction from the 

Company's proposed revenues, adjusted for Staffs Gross Revenue 

Conversion Factor, to arrive at Staffs computed revenue requirement as 

reflected in Column (I). Net Operating Income in Column (I). line 21, is 

the product of Rate Base, line 22, and Rate of Return, line 23. Column (I). 

line 24, is the difference between current revenues and required revenues 

as determined by Staff. Column (I). line 25, is Staffs calculated 

percentage change in revenues. 

Please describe Schedule 1.2. Adjustments to Operating Income. 
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86 A. 

87 

88 

89 

90 

91 Q. 

92 A. 

93 

94 

95 

96 

97 Q. 

98 A. 

99 

100 

101 

Schedule 1.2 identifies Staffs adjustment to Operating Income. The 

source of each adjustment is shown in the heading of each column. 

Column (Q) from page 2 of 2 is carried forward to Schedule 1.1, Column 

(C). 

Please describe Schedule 1.3, Rate Base. 

Schedule 1.3 compiles Staffs rate base. Column (8 )  reflects the 

Company’s proposed rate base. Column (C) summarizes Staffs 

adjustments to rate base. Column (D) is the net of Columns (B) and (C), 

and reflects Staffs computed rate base. 

Please describe Schedule 1.4, Adjustments to Rate Base. 

Schedule 1.4 identifies Staffs adjustments to rate base. The source of 

each adjustment is shown in the heading of each column. Column (I) Is 

carried forward to Schedule 1.3, Column (C). 

102 Interest Synchronization 

io3 Q. Please explain Schedule 1.5, Interest Synchronization Adjustment. 

io4 A. 

105 

106 

107 

Schedule 1.5 computes the interest component of the revenue 

requirement. The interest expense (component) is computed by 

multiplying the rate base by weighted cost of debt. The calculated interest 

expense is then compared against the interest expense used by the 
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. 108 

109 

110 

111 

112 

113 

114 

115 

116 

117 

118 

119 

120 

121 

122 

123 

124 

Company in its computation of test year income tax expense. The tax 

effect of the difference in interest expense is the adjustment for interest 

synchronization. The effect of this adjustment is to ensure that the 

revenue requirement reflects the tax savings generated by the interest 

component of the revenue requirement. 

Gross Revenue Conversion Factor 

Q.  

A. 

What is the purpose of Schedule 1.6, Gross Revenue Conversion Factor? 

Schedule 1.6 presents my proposed adjustment to the gross revenue 

conversion factor ("GRCF). The GRCF is applied to the operating 

income deficiency to derive the total amount of revenue required for the 

income deficiency and the associated increase in income tax expense and 

uncollectible expense change. It is based upon the applicable federal tax 

rate, State income tax rate, and uncollectible rate. This adjustment to the 

various components of the GRCF is carried forward to Schedule 1.1, 

Column (F). 

125 Adiustment for Add-on Taxes 
126 Q. Please describe Schedule 1.7, Adjustment for Add-on Taxes 

127 A. 

128 

Schedule 1.7 reflects my proposed adjustment to operating expense to 

disallow public utility taxes at present rates. Gross revenues taxes are an 
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. 129 

130 

131 

132 

133 

134 

135 

136 

add-on charge to customers' bills, are not an actual operating expense of 

the utility, and therefore, should not be a part tariffed rates. According to 

the Company's response to Staff Data Request DLH-2.10, these amounts 

are not recorded in revenues; though, so no corresponding adjustment is 

needed to the revenues amounts in the revenue requirement. My 

adjustment is consistent with the Commission's practice to remove add- 

on taxes from both revenues and expenses. 

137 Adiustment to Non-Health Insurance Expense 
138 Q. 

139 

140 A. 

141 

142 

143 

144 

145 

146 

147 

148 

149 

150 

Please describe Schedule 1 .8. Adjustment to Non-Health Insurance 

Expense. 

Schedule 1.8 reflects my proposed adjustment to operating expense to 

disallow amounts from the Company's pro forma increase to insurance 

expense for amounts that are not known and measurable. The 

Company's requested increase is based on calculated amounts for auto, 

property, and worker's compensation premiums for 2004. My adjustment 

uses the 2003 rates for the 12-month period. The Company's estimate is 

based only on the percentage change in premiums from 2003 to 2004. 

The Company stated it would not receive its 2004 rates until 

approximately September 2003. (Company response to Staff Data 

Request DLH-3.01) If this timing is correct and the documentation is 

provided to me, I will revise my adjustment in rebuttal testimony to reflect 
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151 

152 

the most recent known and measurable insurance rates. Until that time, 

the 2003 rates are proper to use. 

153 

154 Adiustment to Income Taxes 
155 Q. 

156 A. 

157 

158 

159 

160 

161 

162 

163 

164 

165 

166 Q. 

167 A. 

168 

169 

170 

171 

Please describe Schedule 1.9, Adjustment to Income Taxes. 

Schedule 1.9 presents my adjustment to state and federal income tax 

expense in the test year based on the use of a unitary state income tax 

rate. The Company pays its Illinois state income tax as a member of a 

unitary business group. Therefore, it is appropriate to use a unitary tax 

rate in determining the revenue requirement. This issue was previously 

litigated in Docket No. 98-0046, which was a rate case of an affiliate of the 

Company that uses the same income tax expense methods. The 

Commission concluded in that docket that the unitary tax rate is proper for 

ratemaking purposes. 

How was the unitary tax rate calculated? 

The unitary tax rate that I use in my proposed adjustment is the average 

of the effective unitary tax rates for 1999 and 2000, which were calculated 

by dividing Utilities, Inc.'s Illinois state income tax liability for the 

respective year by its total state taxable income for that year. 
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172 Q. 

173 

174 A. 

175 

176 

177 

178 

179 

Why was the effective unitary tax rate for 2002 or 2001 not used in the 

calculation of the unitary tax rate for the test year? 

The Company has not yet filed its 2002 taxes. Also, the 2001 Illinois state 

income tax liability for Utilities, Inc. is zero; therefore, there is no Illinois 

state income tax rate for 2001. For ratemaking purposes, it is reasonable 

to calculate a unitary tax rate based on the two most recent years in which 

Utilities. Inc. incurred Illinois income tax liability 

180 

181 Q. 
Adiustment to Health Insurance ExDense 

Please describe Schedule 1.10, Adjustment to Health Insurance Expense. 

182 A. 

183 

184 

185 

186 

187 

188 

189 

190 

191 

192 

193 

Schedule 1 .IO presents my adjustment to operating expense to reflect the 

most recent information available to calculate pro forma health insurance 

expense over a 12-month period. The Company's adjustment is based 

upon the percentage change of the affected health and dental insurance 

accounts at 3/31/2003 compared to the same accounts at 3/31/2002, 

resulting in a 106.08% increase. My adjustment uses the 6/30/2003 

account balances to calculate an annualized 2003 expense. I then 

compare my calculated 12/31/2003 amount to the 12/31/2002 balance to 

determine the estimated percentage increase over the entire year, which 

is 27.34%. As my calculation is based upon more recent actual Company 

balances over a 12-month period, it is a better estimate of the increased 

cost of health and dental insurance. 
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194 

196 Q 

197 A. 

198 

199 

2M) 

201 

202 

203 

204 

205 

206 

207 

208 

209 

210 

211 

212 

195 Adiustment to Rate Case Expense 
Please describe Schedule 1.1 1, Adjustment to Rate Case Expense. 

Schedule 1.1 1 reflects my proposed adjustment to operating expense to 

reduce the amount of Company hours on this case, and to change the 

amortization period from three to five years. The Company estimated one 

of its employees would spend 20 hours on this case, however timesheets 

provided by the Company show that this employee has only spent about 

two hours on this case through 6/30/2003. (Company response to Staff 

Data Request DLH-8.02) My adjustment is based upon an estimate that 

this employee will spend about as much time in the last phase of this case 

as the beginning, which calculates to 5 hours total for this employee. 

Finally, the Company is seeking to recover the cost of the rate case over 

three years. I propose that these costs be recovered over 5 years. The 

Company's current rate structure was approved in Docket No. 92-0401 by 

the Commission, dated August 4, 1993. Given the amount of time that 

has elapsed since then, I believe that five years is a more appropriate and 

reasonable amortization period. 

213 

214 Q. 
Adiustment to Monthly Billinq Expense 

Please describe Schedule 1.12, Adjustment to Monthly Billing Expense. 
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215 A. 

216 

217 

218 

219 

220 

221 

222 

Schedule 1 . I2  reflects my proposed adjustment to operating expense to 

reflect updated costs for the Company's change to monthly billing. The 

cost information provided in discovery, in data request response DLH- 

3.06, differed from the amounts filed by the Company in its direct case. 

Therefore, my adjustment is necessary to reflect the proper amounts for 

the Company's pro forma adjustment for changing to monthly billing. It is 

my understanding that the Company agrees with this adjustment. 

223 Adiustrnent to Normalize Maintenance Expense 
224 Q, 

225 

226 A. 

227 

228 

229 

230 

231 

232 

233 

Please describe Schedule 1.13, Adjustment to Normalize Maintenance 

Expense. 

Schedule 1 .I 3 reflects my proposed adjustment to operating expense to 

normalize the test year amount of certain maintenance expenses. My 

review of summary maintenance accounts 401.1X and 401.2B showed 

the balances were significantly larger than in previous years 1998 through 

2001. (See lines 6 through 10 on Schedule 1.13) The Company explained 

the reason was the higher number of main breaks in 2002 compared to 

prior years, as shown below: (Company response to Staff Data Requests 

DLH-5.01 and DLH-7.01) 

1 Year 1 Numberof 1 
1 Main Breaks 

2002 12 
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I I 
234 

235 

236 

237 

238 through 2002 

Because of the unusually high number of main breaks and related 

maintenance and testing expense in the test year, it is reasonable to 

adjust the test year to a more normal, recurring level of these expenses. 

My adjustment averages the expenses over the 5-year period 1998 

239 

240 Adiustment for Pre-1971 Investment Tax Credits 
241 Q. 

242 

243 A. 

244 

245 

246 

247 

248 

249 

250 

251 

252 

Please describe Schedule 1.14. Adjustment for Pre-1971 Investment Tax 

Credits (“ITCs”). 

Schedule 1.14 reflects my proposed adjustment to rate base to disallow 

the unamortized balance from pre-1971 ITCs. The Company’s response 

to Staff Data Request DLH-2.04 reflects that the Company is treating all 

ITCs the same, whether or not they occurred before 1971. However, prior 

to 1971, the Internal Revenue Code did not forbid the deduction of the 

unamortized ITCs from rate base. Absent specific instructions from 

Congress, this Commission has taken the position that the pre-1971 ITCs 

represent funds not provided by the investors. Funds not provided by 

investors are a source of cost-free capital to the Company, and therefore, 

should be deducted from rate base. 

12 
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253 

2% Q. Does this conclude your prepared direct testimony? 

255 A. Yes, itdoes. 

13 



,I 
%6V8 
61E'ZOS $ 

IPL'LP $ lVm'Z91 $ SL8'6Ot 0 - '6 IEG'LL $ WB'LE P SF1'6 $ 6VL'ZZ $ 3W03NI O N I l V 8 3 d O l 3 N  L1 



Docket No. 03-0399 
ICCSlaff Exhibd 1.0 
Schedule 1.2 
Page 1 Of 2 

Apple Canyon Utility Company 
Adjustments to Operating Income 

For the Test Year Ending December 31,2002 

Ll"e Synhronization Taxes I"JY/aMe Taxes i"3Yra"Ce Expense statement 
NO. 0eSSiptiOO 15ch. 1.51 (Sch. 1.71 ism 7.6) ISCh. 1.9) (SCh. 1.10) 1Sch. 1.11) (5ch. 1.12) MiuSbnenB 

I* 

I Operating Revenue 

P TatalOperating Reverue 

a General Expennk 
I Depieastan 
B I\mom&nolCIAC 
8 Taxes MherThan Income 
10 

11 

12 
I J  
I. 

I5 Total Operating Expense 
16 Befwe inmeTaxeS 

(2,132) (5.6481 (795) (385) (6.961) 

(244) (244) 

(244) (2,132) 15.6481 (795) (385) 19.205) 

17 Slate Income Tax 320 5 40 (86) 106 15 7 407 
( 8  Federal lrmm Tax 5,693 61 711 (861) 1.884 265 126 7,901 
18 

2" Tolalopeating Expens$ 6.013 (158) 11,381) J 947 (3.658) (515) (250) J 897 
Defened Taxes and ITCJ Net 

21 NETOPERATING INCOME 5 (6.013) S 158 s 1.361 5 947 $ 3.658 $ 515 5 250 5 897 



Apple Canyon Utility Company 
Adjustments to Operating Income 

For the Test Year Ending December 31,2002 

Dodet No. 036399 
ICC Staff Exhbl  1 .O 
KW"b 1.2 
P a g e 2 d 2  

Subtola NC,Vdlk Total 
Operating Maintenance Un6ulst. operating 

tine Statement Expense Plant statement 
NO. DesCtiptiO" Adiunmenn (SCh. 1.131 (Sch. 2.21 (SO"IC4 lSO"roe1 1SOUrce1 lso"rcn1 Adiustmenn 

(SI 01 (*I 181 l m l  ("I (01 I* <*I 

1 operating Revenue I - I  - $  5 - $  

8 Total Operating Revenue 

112.555) (12,555) 
(8.961) 

(1681 

14 

16 Tnal Operabng Expense 
16 8dae C w ~ T a x ~ s  l9.205) 112,555) (3661 (21.926) 

I 7  State lnwme Tax 407 236 3 646 
16 Federal InmmeTax 7,901 4,189 55 12.145 
m DefemaTsxesandlTCrNet 
20 Tola Operating Expenses (897) 18.1301 (1081 (9.135) 

21 NETOPERATING INCOME $ 897 $ 8.130 0 108 $ - $  - $  . $  - I  9.135 
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Line 

Apple Canyon Utility Company 
Rate Base 

For the Test Year Ending December 31,2002 

Company Staff 
Pm Forma Staff P m  Forma 
Rate Base AdiuStmentS Rate Base 

1 Gmsr Piant in Sewice 
z Acwrnulated DepKiation 

I 2,075,874 $ (74,350) $ 2,001,524 
(481,236) (139.472) lMw).708) 

3 

1 NetPknt 1,614,638 (213.822) 1,400,816 

5 Additions to Rate Base 
6 water Servhs Corpoatlo" 
I Cash Wahing Capital 
8 Deferred Tank Mamenam 

10 

$2 
13 
I 4  

IS 
~b Deductions Fmm Rete Base 
17 Contributions in Aid of Construction 
18 Accumulated Deferred Income Taxes 
19 Unamwtized InYeStment Tax Credits 
20 C U S t o w  Advances fa Construction 

21 

45.47i 45,471 
24,840 (3.027) 21,813 

1,942 1,942 

(568,588) 154.386 (414,200) 
(44,029) 1.555 (42.474) 

(1,049) (1,049) 
(49.000) (450.000) 

n 

28 RateBase $ 1,072,334 $ (510,015) $ 562.319 



t ine 
NO - 

10 

12 
13 

n 

n 

E 

Net Plant 

Rate Bare 

Apple Canyon Utility Company 
Adjustments to Rate Base 

For the Test Year Ending December 31, 2002 

E - I  15.0681 I - I  
397 (17,878) 

(4.671) (17,878) 

(3.027) 

17.878 
119 

E i40.534) E 123,019) I 188.621) 
- (121.991) (139.472) 

(40,534) 116,010) (208,083) 

138,508 154,386 
1.438 1.555 

I1.048) 11.048) 
- (450,OMI - (150,OW) 

- u s  14,552) 5 S (45O.OWl $ 140,534) E 1505,228) 



Apple Canyon Utility Company 
Adjustments to Rate Base 

For the Tssl Year Ending December 31, 2002 

G r m  Plant in semce $ (88,6211 $ (5.7291 I - $  - $  - I  - 5  - I (74,UoI 

Net piani (208.0811 (5.72% 1213.8221 

Acrurnulaled oepreamn (139,4721 - (139.4721 

a 

cunorner m a n c e l  lor cmsrmnon 1450. m 01 

13,0271 
1,842 

Rate Base I 15c6.228) $ 15,7291 $ 1,942 0 - $  I - I  - I 1510,0151 



tine 
- NO. Des"pti0" 

<a1 

* Rate0ase 

2 WMpMed Cost of Deb! 

3 Synchronized Interest Par SlaH 

4 Campsmi inter& Expame 

5 

B 

7 at 1.676% 

8 

P at 34.OWlb 

Increase ( w e a r e )  1" 1ntstert Expnoe 

I n c m s  (Decrsss) in Bate 1-e Tax Expenre 

k c m s  (Decrssse) in Fedenl I- Tax Expme 

Dmket N o  OM399 
ICCBaVExhlbL1.O 
SChdule 1.5 

Apple Canyon Utiliy Company 
Interest Synchronization Adjustment 

Forthe Test Year Ending December 31, 2002 

Arn0""t 

I* 

$ 562.319 (1) 

4.49% (2) 

25.248 

42.313 (3) 

(17.055) 

s 320 

S 5.693 
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Apple Canyon Utility Company 
Gross Revenue Conversion Factor 

For the Test Year Ending December 31,2002 

Ibl (C/ 

1.000000 

2.8300% 0028300 
0.971700 

1.8763% ~ 0.018232 
0.953468 

1.owow 

0.018763 
0.961237 

0.333621 

L544la 
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Apple Canyon Utility Company 
Adjustment for Add-on Taxes 

For the Test Year Ending December 31, 2002 

Line 
NO. Description ArnO"", SOUrCe 

!a! !b! !'I 

1 Public Utility Taxes at present rates per Staff $ 

2 Public Utility Taxes at present rates per Company 244 Company workpaperf 

3 Staff ProposBd Adjustment $ (244) Line 1 -line 2 
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Apple Canyon Utility Company 
Adjustment to Non-Health Insurance Expense 

For the Test Year Ending December 31,2002 

Line 
NO. DeSC,iptiO" Amount source 

!SI !bl !', 

1 2002 inswance Expensefor wsc D 1,157,898 Companywrkpsper b 
2 EEtimaBd Auto lncrea~e 71,055 Schedule 1.8, p. 2, line 6 
3 Estimated Wmers Comp. lnreaoe 42,372 Schedule 1.8. p. 2, line 12 
4 Estimated Propeny inaeaJe 23,193 Schedule1.8.p.2,line18 
5 Total Pm Forma Insurawe Expense f a  wsc $ 1,304,518 Sumo(linerlthrough4 
6 Appie Canyon A l l ~ ~ ~ l i o n F B ~ l o r  0.7250% Campany workpaper b 
7 Apple Canyonpofom inruranceexpenae $ 9,458 Lim5xlm86 
8 Amountpercompany 11,580 Company workpapeaper b 
9 Staff h p a r e d  Adjunment I (2.1321 Linel- l ine8 
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Apple Canyon Utility Company 
Adjustment to Non-Health Insurance Expense 

For the Test YearEnding December 31, 2002 

1 
2 2003 Monthly Rate 
3 x12momhs 
4 2003 Auto Insurance Cost 
5 2002 Auto Insurance Cost 
6 Difference 

Cal~~latlon of Estimated Auto iwreare: 

7 
8 2003 Monthly Rate 
9 x12rmnths 
10 2003 Workers Comp. Cost 
11 2002 Workers Comp. Cost 
12 Difference 

13 CaiDllatimdESlimsled Pmwm I N .  Increase: 
14 2W3MonIhly W e  
15 x12rmnlhs 
16 20D3 Propem lm. Cost 
17 2002 Propmy lm. Cost 
16 Difference 

Calculatbn of Estimated Work- Carn~. Increase: 

5 23.346 
12 

5 280.152 
209.097 

5 71.055 

S 23,233 
12 

S 278,796 
236.424 

S 42,372 

5 10,115 
12 

5 121,380 
98,187 

5 23,193 

Per Company prepared schedule 

Line 2 . line 3 
Per Company prepared schedule 
Line 4 - Kne 5 

Per Company prepared schedule 

Line 8. line 9 
Per Company prepared schedule 
L ine io - l ine l l  

Per Company prepared schedule 

Line 14 xline 15 
Per Company prepared schedule 
Line 16 -line 17 
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Line 
NO. 
(4 
- 

1 

2 

3 

Soutce: 
Line 1 
Line 2 
Line 3 

Docket No. 03-0399 
iCC Slafl Exhibit 1.0 
Schedule 1.9 
Page 2 of 4 

Apple Canyon Utility Company 
Adjustment to Income Taxes. 

For the Test Year Ending December 31,2002 

Description Amount 
(b) (C) 

Unitary Tax Ratefor 1999 1.5014% 

Unitary Tax Rate for 2000 2.2512% 

Unilary Tax Rate for Test Year 1.8763% 

Schedule 1.9. Page 3. Line25 
Schedule 1.9. Page 4, Line 25 
(Line 1 + Line 2)/2 
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DOckel No. 080399 
ICC StaflExhibit 1.0 
Schedule 1.10 
Page 1 Of 2 

Apple Canyon Utility Company 
Adjustment to Health Insurance Expense 
For the Test Year Ending December 31,2002 

1 Prn forma health insurance expense per Staff $ 10.330 

2 Pro forma health insurance expense per Company 15,978 

3 Staff Proposed Adjustment $ (5,648L 

2002 Apple Canyon health insurance expense $ 8,112 
Proforma increase per Staff 27.34% 
Pro forma health insurance expense per Staff 16 10,330 

Note 1 

Company warkpaper e 

Line 1 -line 2 

Company wrkpaper e 
Schedule 1.10. page 2. line 1 1  
Line 8 * line 9 



Apple Canyon Utility Company 
Adjustment to HeaHh Insurance Expense 
Foriha Test Year Ending December 31,2002 

L l W  

NO DeSCnpbm Am0""t 

la) 1 4  

Water Service  cor^ Balance at 613012003 
1 Health Insurance Premiums $ 225.088 
2 Dental Premiums 10.830 
3 Health Insurance Reimbursements 1,204,226 
4 Health Costs and Other 20.432 
5 Dental Insurance Reimbursements 68.283 
6 Employees Insurance Deductions (237,728) 

7 Total 
8 Average 2003 monthly expense 
9 Annualized 2003 total expense 
10 2002 total expense 
11 Percentage change 

$ 1,291,133 
5 215.189 
5 2,582,266 
$ 2,027,835 

27.34% 

Docket No. 03.0393 
ICC Staff Exhbit i .0 
SCheaYle 1.10 
Page 2 Of2 

Company response to DLH-8.01 
Campany response to DLH-8.01 
Company response io DLH-8.01 
Company response to OLH-8.01 
Company response to DLH8.01 
Company response lo OLH-8.01 

Line 7 divided by 6 
Line 8 * line 9 
Provided by Company 
(Line 9 I line 10) - 1 



Dczkef No. 034399 
ICC StaWExhibif 7.0 
Schedule 1.11 

Apple Canyon Utility Company 
Adjustment to Rate Case Expense 

For the Test Year Ending December 31,2002 

1 

2 

3 Staff Proposed Adjustment 

Rate case expense per Staff 

Rate case expense per Company 

Note 1 : Water Service Personnel hours 
Capitalization rate-SML 
SML estimated hours per Staff 
SML estimated M S t  per Staff 

Remainder of ate  cases expenses unchanged by Staff 

Total rate case expense per Stan 

5-year amortization period 

5 811 

1,606 

5 (795) 

5 51 
5 

5 255 

5 3.799 

$ 4.054 

$ 811 

Note 1 

Company workpaper d 

Line 1 -line 2 

Company narkpaper d 

Line 8 line 9 

Company narkpaper d 



Docket No. 030399 
icC StaH Exhim 1 .D 
Schedvle1.tZ 

Apple Canyon Utility Company 
Adjustment to Monthly Billing Expense 
Forlhe Test Year Ending December 31.2002 

Ll"e 
N O  De%"pWl Amount source 

(SI Ibl IC1 

1 Monthly Billing Expense adjustment per Staff 5 3,092 Company response to DLH-3.06 

2 Monthly Billing Expense adjustment per Company 3,477 Company workpaper c 

3 Staff Proposed Adjustment 5 1385L Line 1 - line 2 





Dodet NO. 03.0353 
ICC Staff Exhlbit 1.0 
Schedule 1.14 

Apple Canyon Utility Company 
Adjustment for Pre-1971 Investment Tax Credits 

For theTeslYear Ending December 31.2002 

Ll"e 
NO Descnpbon Amo~nl  SmrCe 

1.1 I* (GI 

1 Pre-1971 Unamortized ITC per Staff $ (1,049) Company responseto DLH-2.04 

2 Pre-1971 Unamortized ITC per Company 0 

3 Staff Proposed Adluslment to Rate Base $ (1.0491 Line1 -line2 


